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&7
From: Hardt, Diane L ,}J
Sent: Friday, August 08, 2003 7:52 AM
To: Rep.LehmanM,; Sen.Jauch

Subject: FW: Streamlined Implementing States Meet

The states are meeting on November 19 to inventory who has enacted the Streamlined compliance legislation and to
organize the Streamlined Governing Board for the future. | would expect that only states who have enacted the legislation
(even if they have a future effective date) will have a say in any amendments to the Agreement after that day. I'm hoping
we are there,

Diane L. Hardt

Administrator, Division of income, Sales & Excise
Wisconsin Department of Revenue

P.O. Box 8933

Madison, W1 53708-8933

(608) 266-6798

Fax (608) 261-6240

E-mail: dhardt@dor. state.wi.us




TO: Representative Michael Lehman
Chairman, Ways and Means Comryittee

FROM: Representative Steve Nasg
DATE: October 14, 2003
RE: Public Hearing and Executive Session on 10/15/2003

I am writing to request an excused absence for the public hearing and executive session of the
Ways and Means Committee on Wednesday, October 15, 2003. I scheduled Air National Guard
duty prior to receiving the notice of the committee meeting.

Per the Assembly Manual on Committee Procedures and Powers (Page 7, Ttem 10 (c)), I request

that the committee report show that my vote on passage of AB 547 would have been “no.” If
you have any questions on this request, please contact me.

P.O. Box 8953, State Capitol « Madison, Wi 53708-8953 - (608) 266-5715 - Toll free: 1 (888} 529-0031
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From:

Date:

Re:

Michael odickey

State Representative
99th Assembly District

Committee Chair: Ways and Means

Memorandum

Ways & Means Committee Members
Rep. Michael “Mickey” Lehman
September 25, 2003

Copy of LRB 2028/8 for 10/6/03 Joint Public Hearing

Please find enclosed a copy of the Streamlined Sales Tax Project draft, LRB 2028/8.

The draft will be circulated for co-sponsorship this moming, and we hope to have it
introduced by next Thursday.

Officer Roorn 105 West, Capitole PO. Box 8952 « Madison, W B3708-8952
Tol-free: (888 3340099 « Fax: (608) 282-3499 « Rep.LehmanM@legis state.wi.us
Home: 1317 Honeysuckle Road, Hartford, W1 53027 « (262) 673-3967
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- relating to: the Uniform Sales and Use Tax Administration Act, granting rule-making authority, making an
appropriation, and providing a penalty.

introduced by Representative M , [ ,['1 o - Cosponsored by Senator P} IeslvwIam
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To: All Legzsiators j L A f\)\@i’\,ﬁg@ ARV AN Y
From: Senator Ron Brown v '
N Representative Michael Lehman N H Q/G .
L @b Senator Bob Jauch UM
N; Representative Wayne Wood

Date: September 25, 2003 i//\ﬁf {,ii.,?; OZ;:{; %( o

Re: Co-Sponsorship of LRB 2028/8, related to the Streamlined Sales Tax
*Qctober Ist Deadline*

The Streamlined Sale Tax Project is a national effort by state governments to
simplify and modernize sales and use tax collection and administration. The project
includes tax law simplifications, more efficient administrative procedures, and emerging
technologies to substantially reduce the burden of tax collection.

With LRB 2088/8, Wisconsin will become the 21st state to enter into this national
agreement to simplify sales tax collections. The proposal has been crafted carefully over
. the last three years with bz—pamsan support close guidance by the Department of -
Revenue; and significant input from the business community. Thus far, the plan has
en_}oyed a wide range of support from the private sector, with a large cross section of
main street merchants and large retailers represented.

if you wish to mgn onto th:s LRB 2088/8, please contact either Rep.
Lehman’s office at 267-2367 or Sen. Brown’s office at 266-8546 by 5:00

.m. on Wednesday, October 1st. Companion bills will be introduced in
the Senate and Assembly. Co-sponsors will be listed on both bills
unless otherwise requested.

(Draft/analysis by the Legislative Reference Bureau included in PDF file below)
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Please see the attached fact sheet.




Streamlined Sales Tax: What It Does & Why It's Important

Leveling the Playing Field: Equity between businesses that now collect sales tax

(smali main street businesses or any business with physical presence in many
states) and those who don't (large Internet or mail-order businesses without physical
presence in most states).

Making Tax Administration & Collection Easier: The project's goal is to make it easy
for merchants to calculate and remit sales and use tax to the states. The
administrative and cost burdens on merchants will be substantially reduced or
eliminated under SST. New technology will make many improvements possible.
Merchants will even have the option of using private, state-sanctioned providers to
collect and remit sales taxes.

Deveioplnq Commcm Defi mtions SST has developed common definitions for key
items in the tax base like food and clothing; states are bemg asked to adopt those
definitions in their statutes. Leglsfatures would still decide what's taxable, but states
would use common definitions for items {for example, what percentage of fruit juice a
drink can contain and still be considered soft drink -— and thus taxable). The goal is
some measure of uniformity among states, making tax collection more simple for
merchants nationwide.

What's In It For Businesses

Uniform sales tax returns nationwide that can be filed electronically. Requirements

;- for flimg separate tax returns for Eocai saies and use taxes w:il be eizmmated

A centrat regrstratzon system that will prowde cme»stop service for seiters who
voluntarily collect sales fax.

New technology options for sellers who collect sales tax. State-certified tax
collection software will be available as well as new Certified Service Providers
(CSPs). These CSPs will act as a tax processing entity for sellers (including filing all
sales tax returns) at no charge to sellers.

States will assume liability for errors in tax collection related to two new state-
certified data bases: (1) match;ng tax rates to tax jurisdictions, and (2) matching
items and services taxable in each tax jurisdiction. Sellers who use these state-
certified data bases will not be held responsible for errors in tax collection.

Simplified tax exemption processing with protection for sellers that accept exemption
certificates or exemption information.

Easier expansion into markets in other states or via the Internet because all states
will use the uniform definitions and administrative procedures.
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Halverson, Vicky

From: WMF [WMF@supranet.net]

Sent:  Thursday, September 25, 2003 1:09 PM

To: Rep. Mickey Lehman

Subject: Fw: The National Retail Federation Press Release on Single Sales Tax

Dear Mickey:

Attached is the press release from the National Retail Federation regarding the Internet/Mail-Order Sales
Tax Bill which was just introduced.

Please give us a call with any questions.

Chris Tackett / Doug Johnson

httn:/!www.nrf.co:m/c@,ﬁtent/default.asn‘?fo}deFDress/re]easeEGOS&ﬁlemsaEestax-ZOOE».htm&bhcnw‘:l

09/25/2003



The National Retail Federation
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NATIONAL RETAIL FEDERATION

NEWS RELEASE

THE VOICE OF RETAIL WORLDWIDE
Liberty Place, 325 7th Street, NW, Suite 1
Washington, DC 20004

Phone: 202.783.7971 Fax: 202.737.2849

For Immediate Release
Contact: 1. Craig Shearman (202} 626-8134
shearmang@nrf.com

Retailers Welcome internet/Mail-Order Sales Tax Bill

WASHINGTON, D.C., September 25, 2003 - The National Retail Federation today welc
introduction of legislation that would require Internet and mail-order merchants to coll
from both in-state and out-of-state customers.

"On-line and other maif-order merchants benefit from an unfair price advantage wher

have to collect sales tax," NRF Vice President and State and Government Relations Col
Maureen Riehi said. "NRF supports a level playing field for all merchants, regardless of
they sell their merchandise from a storefront, through a catalog or over the Internet.
should be required to play by the same rules, and tax policy should not be aillowed to
the wmners and Iasers in our. mdustry "

"The majority of the states involved have passed legislation to simplify their sales tax
there's no longer any excuse for a merchant in one state not to know how much sales
collect from a customer in another state,” Riehl said. "The Streamlined Sales and Use
Agreement has given all retaflers the clarity and certainty to know what to collect and
mechanism to remit those tax dollars with a minimum of administrative burden and cc
federal legislation is the final piece in the puzzie and will bring sales tax fairness to all

*This is about more than fairness among merchants,” Riehl said. "The sales tax that it
uncollected is the revenue that supports police and fire departments, schools and othe
services, When sales tax isn't collected, it's taking cops off the streets and books out ¢
of schooichiidren.”

Riehl noted that consumers are already required o report untaxed out-of-state purch
their state income tax returns and pay the sales tax as "use" tax instead.

Representative Ernest Istook, R-Okla., and Senator Michael Enzi, R-Wyo., today annot
introduction of the Simplified Sales and Use Tax Act of 2003. The fegislation would alle
that have implemented the Streamlined Sales and Use Tax Agreement to require that
retailers collect sales tax when selling to their residents. The bill would require that th
provide "reasonable and uniform compensation” to retailers for collecting the sales tax
other standards for administration and court jurisdiction. Retailers doing less than $5 |
annual sales would be exempt,

http.//www.nrf.com/content/default.asp?folder=press/release2003 &file=salestax-2003.htr... 09/25/2003




The National Retail Federation Page 2 of 2

The Streamlined Sales and Use Tax Agreement was approved by 31 states in Novemb:
a majority of those states have since passed legislation to implement the agreement,
agreement establishes uniform definitions and sets other standards to make it easier f
merchant in one state to collect sales tax from a customer in another state. The pact ¢
participating states to begin voluntary collection of sales tax by out-of-state retailers,
Istook-Enzi legistation is required before the collection can become mandatory.

The Streamlined Sales and Use Tax Agreement was developed in response to g 1992
Supreme Court ruling that said "remote sellers” could not be required to collect sales t
of-state customers because state sales tax laws were too complex to know how much
Under the ruling, Internet, mail-order and telephone merchants can currently be requi
collect sales tax only from customers in states where they have a physical presence, s
store or distribution center. NRF, which represents bricks-and-mortar, mail order and -
retailers, played a leading role in developing the agreement.

NRF is the world's largest retail trade association with membership that comprises all 1
formats and channels of distribution including department, specialty, discount, cataleg
and independent stores. NRF members represent an industry that encompasses more
million U.S. retail establishments, employs more than 20 million people - about one in
American workers - and registered 2002 sales of $3.6 trillion. NRF's international mer
operate stores in more than 50 nations. In its role as the retail industry's umbrella gre
represents 32 national and 50 state associations in the United States as well as 36 intr
associations representing retailers abroad. For more information, visit our web site at
www.nrf.com.

- ## -

© 1996-2003 National Retail Federation. Al Rights Reserved,

http://www.nrf.com/content/default.asp?folder=press/release2003 & file=salestax-2003.htrr... 09/25/2003




Halverson, Vicky

From: Gates-Hendrix, Sherrie

Sent: Wednesday, October 01, 2003 3:30 PM
To: Mnuk, Katie; Halverson, Vicky
Subject: Streamlined hearing appearances
Katie, Vicky —

Here's who we've talked to so far about appearing at the hearing on Monday -- please let us know if you have other
specific groups or individuals in mind that you want us to contact. Thanks.

Michael Tobin from Banta (printer)
Niall Powers from Printing Industries of Wisconsin
--they are checking on Quadgraphics

Wisconsin Counties Association
.. Wisconsin Grocers Association (Brandon) and maybe a grocer
* Wisconsin Merchants Federation--checking on Kohls, Lands End, a jeweler, Ward Brodt
Midwest Hardware Association and some hardware store representatives

" Deborah Bierbaum from AT&T
EDS

General Electric & RR Donnelley are sending letters

Wal-Mart has their lobbiest working on the issue

/ =y
“ﬁj 0.4 L\*lf YLV

Lo g’

(™

s i v £ T ¥ / . P
LAy nvition Changes

thee e 08 o4 JSd o, 2004




WISCONSIN LEGISLATURE

P. O. Box 7882 Madison, WI 53707-7882

For Immediate Release For More Information, Contact:
Thursday, October 2, 2003 Rep. Lehman: (608) 267-2367
Sen. Brown: (608) 266-8546

Main Street Equity Bill Introduced
Streamlined Sales Tax Proposal Promotes Simplicity and Compliance

(Madison) Wisconsin’s Main Street businesses would benefit from a modernized and simplified
sales tax system under legislation introduced by Representative Michael “Mickey” Lehman (R-
‘Hartford) and Senator Ron Brown (R-Eau Claire), The bipartisan bills join Wisconsin to a
“nationwide effort to streamline states’ sales tax systems. -

“These bills are the culmination of years of work by legislators, tax administrators, businesses and

other groups to improve sales tax administration,” Lehman said. “Under this proposal, Wisconsin
will use the same definitions as other states, but state legislatures will continue to determine tax
rates and decide what is taxed.”

“This legislation levels the playing field for Wisconsin’s main street businesses and will ease their
administrative burden of collecting sales taxes,” Brown said.

Retailers are required to collect and remit sales taxes from customers living in states in which they

are physically located, meaning that businesses not physically located in Wisconsin often do not
collect Wisconsin sales taxes. This may give those out-of-state companies acompetitive -
advantage over Wisconsin businesses because most corisumers are nof aware that tax is due
regardless where the purchase is made. Tax on out-of-state purchases, known as “use” tax, is
supposed to be reported and paid on Wisconsin income tax forims.

Over 7,500 tax jurisdictions nationwide use different rates, bases and definitions, making
collecting sales taxes burdensome and'time consuming because disparities in what is tased and
how the taxable category is defined often result in differing treatment of very similar items. Under
the Brown/Lehman legislation, Wisconsin will join other states using uniform definitions of goods,
making tax treatment easier to determine,

The legislation also modernizes tax administration by creating uniform tax forms and processing
guidelines for participating states. “Wisconsin’s current sales and use tax system was devised in
the 1960°s,” Brown noted. “The kinds of commerce in use today were not envisioned then. It’s
time to bring Wisconsin’s system into the 21* century.”

Thirty-nine states are involved in the streamlined sales tax effort. With passage of this legislation,
Wisconsin would become the 21* state nationwide to adopt the uniform standards and procedures,

(more)



Brown and Lehman have scheduled a joint public hearing of the Senate Homeland Security,
Veterans and Military Affairs and Government Reform and the Assembly Ways and Means
Committees to hear testimony on the bills at 9 a.m. on October 6, 2003, in Room 412 East of the
State Capitol.

«30--




FW: Streamlined sales tax legislation Page 1 of 1

Halverson, Vicky

From: Joan Hansen [jhansen@wmec.org]
Sent:  Thursday, October 02, 2003 10:45 AM

To: vicky.halverson@legis. state.wi.us
Subject: FW: Streamlined sales tax legislation
Vicky,

| had your name spelled incorrectly. .. sorry!

Joan

----- Original Message-—--

From: Joan Hansen

Sent: Thursday, October 02, 2003 9:19 AM

To: 'vicki.halvorson@legis.state.wi.us'; 'katie.mnuk@legis.state,wi.us'

~ Subject: Streamlined sales tax legislation
. Katie and Vicki, -

Can you let Micky and Ron know WMC will testify for information on AB 847 (what is the # on the Senate
companion bill?) on Monday. There are a lot of pieces we support, but there are some technical issues we have
concemns over. The definitional change to pre-written software will represent a tax increase for many of our
members and we will discuss that point. | believe there may be some sourcing issues also and | will follow up on
that. | will bring a technical person with me because this is very technical statutory language. Thanks. Let me
know if you have questions.

Joan

10/03/2003
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Piease respond to: Capitel Square Office
Direct Line: 608-252-9338

October 3, 2003

Representative Michael Lehman
Chairperson, Committee on Ways and Means
State Capitol, Room 103 West

Madison, WI 53703

Dear Representative Lehman:

Please review the attached letter from AT&T's Tax Director, Deborah Bierbaum.
AT&T has been extensively involved in the streamlining discussions on a national
basis and feels strongly that AB 547/SB 267 is good policy for Wisconsin. Since
I represent AT&T in the state, I would be happy to field any questions that you
may have and get answers for you.

Your support is appreciated,

Sincerely,
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Deborah R, Bierbaum One AT&T Way, 4A2211
Director External Tax Policy Bedminster, NJ 07921
Email: bierbaum(@ait.com Voice: {908) 234-8323

Qctober 6, 2003
Wisconsin Assembly Ways and Means Committee
Re: AB 547

Dear Cﬂmmﬁtee Members

.Thank you for ﬁimg AB 54’? whach weuld conform Wxsconsm Sak;:s and Use Tax Law to the -

' 'j'Streamimed Sales Tax Agreement The: Streamlmf:d Sales Tax Agreement is part of a national effort to
j _-s:mpizfy state and Eocal tax admmlsiraﬁon AT&T piedges its full support for swift enactment of your

taxes: mposed on telecommunicatior

“bill.

On bebalf of AT&T I would like to also thank you for the opportunity to submit comments on the
Streamlined Sales Tax Project (SSTP) reflected in AB547. AT&T applands the efforts of the SSTP,
the Natjonal Conference of State Legislatures (NCSL), and all participating states to simplify sales
and use tax comphance and admlmsirauve burdens through mcreasad uniformity and more efficient
comphance processes.

Rccent studzes and reporis have documented the excessive. burdens of comylymg with state! and local
services." AT&T files over 59,000 state and: iocal transacnon

*“tax retitfns & year, which équates 1o almost 1.2 returns: bemg filed ¢ eévery minute durmg an‘average

work week. AT&T spends over $15 million annually in complying with state and local tax laws.
These costs include filing of returns, defendmg on audit, maintenanceof billing systems for tax rate
and tax base changes 1mplementat;on of new taxes and changes in tax jurisdiction boundariés. The _
hzgh level of compliance costs prowcie no’ be;ﬁeﬁt to the state orto AT&T and other ‘ousmesses
operatmg in ihe State .

Benefits of SSTP

The Streamlined Sales Tax Agreement contains a number of provisions that will make sure that multi-
state businesses will have the information they need to properly comply with the sales and use tax law
and will go-a long way in easing compliance burdens. The project has worked closely with-members
of the telecommunications industry and included in the agreement provisions that focus on some of
the unique burdens faced by telecommunications providers. In particular the agreement provides for
uniform rules for detenmmng the proper tax jurisdiction for telecommunications services. For
example, the uniform rules provide that a call purchased by using a calling card, debit card or by
inserting coins into a phone should all be taxed at the same location ~ that is where the caller is when
they make the call. Currently, the state where the caller is focated at the time of the call and the state

" See Conmmittes on State Taxation, 50-State Study and Report on Tefecommunications Taxation, Washington D.C., Febraary 22, 2002,
BNA.
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where the caller’s account is located may both tax the same call. The uniform rules will prevent the
taxation of the same transaction by multiple taxing jurisdictions.

Other provisions of particular interest to AT&T, beyond those unique to telecommunications services,
mnclude state administration of local taxes, address databases with hold harmless provisions,
uniformity in definitions, simplified exemption certificate administration, and clear customer refund
procedures. These changes will allow us to streamline our corporate tax module and more efficiently
comply with the sales and use tax laws around the country. For example, a uniform definition for
“pre-written computer software” will allow us to code a new product offering and know that it means
the same thing in all participating states. Each state can still maintain its tax policy of exempting or
taxing “pre-written computer software”. The uniform definitions do not impact the State’s ability to
set its tax policy. However, they do allow vendors such as AT&T to improve their compliance
systems.

Additional Issues To Address

AT&T and other ieiecommumcatmns compames are working with the Streamlined Sales Tax Project
on other comphance issues. These issues include the tax rules applicable to sales of bundled
communications services sold for one aggregate price and uniform definitions of terms commonly
used in the taxation of telecommunications. AT&T appreciates the efforts of the Project to continue to
work with businesses to address additional concerns. Is there more to do — ves. However there will
always be more to do as industries develop new technologies and new issues arise. Pespite the need to
address additional issues the simplifications addressed so far in the agreement need to take place now.
The Streamlined Sales Tax Project is about simplification for existing taxpayers and making it easier
for new companies to enter the market. Lower administrative costs for business can only help the
economic conditions for businesses,

Summary
The combination of state and local taxes and fees on-communications services ;mposes significant

&dm:mstratwe costs. on’ pmv;dﬁrs and results in hlgher costs of service for consumers without any
corresponding benefit o state or local governments.

The implementing states along with the other participating states have shown a sincere effort to
address ‘many of the concerns expressed by members of the business community in developing the
agreement. AT&T commends the States for their efforts. Thank you once again for the opportunity o
provide comments on this important topie, and we look forward to working with you on AB 547 and
all other tax simplification efforts in Wisconsin.

Sincerely,

AR Bewndesiom

Deborah R. Bierbaum
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Qctober 7, 2003
The Honorable Michael A. Lehman
Chair, Ways and Means Committee
Wisconsin State Assembly VIA Facsimile

Room 103 West, State Capito!
P.O. Box 8952
Madison, WI 53708

Re: Assembly Bill 547 — Sales Tax Simplification
Dear Chairman Lehman: ~

I-am writing to you on behalf of the 560 corporate members of the Council On
State Taxation in response to legislation pending before your Ways and Means
Committee—Assembly Bill 547-—which would enact the Streamlined Sales Tax, COST
strongly supports efforts to simplify the currently complex state and local sales and use
tax system.

About COST

_ The __Counc_ii Cn Staté Taxation:(C_QST) is a nonprofit trade association based in
Washington, DC. COST was formed in 1969 as an advisory committee to the Council of

 State Chambers of Commerce and today has an independent membership of 5 60 major
“corporations engaged in interstate and international business. COST’s objective isto

preserve and promote the equitable and nondiscriminatory state and local taxation of
multijurisdictional business entities.

The majority of COST members conduct business in Wisconsin—contributing to
its commerce, employing its citizens, and paying a significant portion of the taxes
collected from multistate corporations. As good corporate citizens, they are concerned
that without a tax climate designed to encourage corporate growth, Wisconsin’s corporate
taxpayers will be laboring unfairly under burdens not borne by corporations operating in
other states.

The Streamlined Sales Tax

Under the leadership of Diane Hardt, Wisconsin Department of Revenue,
delegates from over 40 states have spent the past year reviewing the recommendations of
the Streamlined Sales Tax Project (SSTP) and have approved a voluntary multistate
agreement for a simpler sales tax system. COST and numerous other business
community representatives have participated over the last three years in the deliberations
of the SSTP. Legislative enactment of the provisions of this voluntary agreement would
represent a significant step towards a more simpler and uniform sales and use tax system.

122 C Street, N.W., Suite 330 » Washington, DC 20001-2109 & Tel: 202/484-5222 e Fax: 202/484-5729



Assembly Bill 547 Page 2
Re: Sales Tax Simplification October 7, 2003

Benefits to Business and the State

Assembly Bill 547 not only greatly simplifies Wisconsin’s sales tax system, but it would
also make it more uniform with other states considering similar legislation. Indiana, Minnesota,
North Carolina, Ohio and many others have already enacted the Streamlined Sales Tax, and many
more are poised to do so. The simplifications in AB 547—from the single vendor registration
process to uniform exemption administration and reduced audit burden—will benefit all sellers,
whether large or small. For sellers operating in multiple states, the uniformity of these
administrative provisions among the states will represent a dramatic improvement over the existing
sales and use tax system.

The simplified sales tax system will likewise benefit Wisconsin by simplifying the
administration of the tax and could result in increased compliance on the part of businesses already
subject to the system. Perhaps most importantly, many sellers not currently collecting the sales tax
for Wisconsin will be induced to do so under a voluntary simplified sales tax collection system.

Thank you for your leadership on this issue. Please contact me if I can be of any assistance

as you move AB 547 through the legislative process.

Sincerely,

RS —

Kevin P. Thompson
-+ Legislative Associate”




MIDWEST HARDWARE ASSOCIATION
2801 Dixon Street l PO Box 8033 M Stevens Point, WI 54481-8033

October 6, 2003

Senator Ron Brown, Chair State Representative Mickey Lehman, Chair
Senate Committee on Homeland Security Assembly Committee on Ways and Means

Ed Walchak Veterans and Military Affairs & Government Reform 103 West

Chicago 1. 104 South State Capitol

resident State Capitol Madison, WI 53702

Madison, W1 53702

David Warren RE:  Support Streamlined Sales Tax

Milton, Wi SB 267 and AB 547

’s_/'ice President

: ' Honorable Chairmen and Committee Members

John 1. Haka

Managing Direcior On behalf of over 500 family-owned and cperated retail hardware stores across Wisconsin, the

Midwest Hardware Association endorses Senate Bill 267 and Assembly Bill 547 and the continuing
efforts to standardize and streamline sales tax regulations in Wisconsin and other states.

Throughout their long history Wisconsin’s hardware stores have never shied away from a fair fight

among competitors in an open market place. Just as MHA members from years ago found ways to

successfully compete first against catalog sellers, and then chain stores and most recently mass

merchandise discounters, they will find creative ways to compete in “the new retail economy” But,

govemnment should not have rules which prowde pricing advantages to certain channels of distribution
. while. dlsadvmltagmg others. ‘It is unfair:to requiré brick and mortar retailers to charge, collectand

- remit state and local taxes on the' sale of their products, while Internet and other remote sellers are
allowed to advertise and sell the exact same merchandise tax free.

The members of the Midwest Hardware Association believe that Wisconsin’s Main Street retailers, the
same retailers who provide thousands of jobs to Wisconsin residents, pay real estate taxes, remit .
personal property taxes, pay income taxes on the profits of their I)usmess fund state unemployment
benefits and pump millions of doilars into the state’s economy each year; should not also be subject to
a government mandated competitive disadvantage which has existed for over 20 years. It’s time to
“level the playing field” among all types of retailers.

Senate Bill 267 and Assembly Bill 547 are critical “next steps” in the process to change an unfair
system which currently exists. Hardware store owners from across Wisconsin ask for your proactive
support in the passage of this legislation.

Sincerely,
Serving )
Hurdware & ,%
Retailers in
Wisconsin and . .
Hiinois Since 1894 John }. '
Managing Director

715/341-7106 M 800/888-1817 M Fax 715/341-4080
E-mail: mha@midwesthardware.com Ml Web Page: midwesthardware.com




GENERAL ELECTRIC COM?ANY COMMENTS
SUBMITTED AT THE JOINT HEARING OF THE ASSEMBLY WAYS &
MEANS COMMITTEE AND THE SENATE HOMELAND SECURITY,
VETERAN & MILATARY AFFAIRS AND GOVERNMENT REFORM
COMMITTEE

OCTOBER 6, 2003

Generai Electrlc Company appreciates the opportumty ta subrmt comments on AB 547
and its cempamon 5B 267 GE has a spec;aai interest m Wxsconsm 8 Ieglsia,twe effort to
simplify sales tax administration because its Medical Systems business is headquartered
in the State and employs approximately 6,000 people statewide. GE sells goods
throughout the United States and is impacted by the costs of attempting to comply with
the varying administrative requirements of the over 7,000 U.S. jurisdictions imposing

sales-and use taxes. = .

For these reasons, GE s_upgq_if_ts admini_s_trat_iye simpliﬁcation that will encourage remote
vendors to voiuﬁtérilyﬁcﬁgcf 'téx; redu;:e the costs of multistate sellers in collecting this
tax on behalf of the states; reduce audit expenses; and reduce the costs to the state in

auditing taxpayers and collecting unremitted taxes. Both the private and public sectors

can be winners if this effort succeeds.



Most of the provisions included in the Streamline Sales Tax Implementing Agreement go
to the heart of the issue of administrative simplification and will go far in reaching the
goal of a less burdensome sales tax system. Such provisions, which GE wholeheartedly
supports, include;

¢ Simplified seller registration;

e Uniformity in effective dates;

¢ Development of a state monitored database of rates and jurisdictions;

. {}nﬁorm séuréii_ig rules;

e Uniform tules for tax returns and tax remittance; and

¢ Independent state authority with regard to bad debts.

However, GE believes that provisions related to the Governance of the Streamline Sales
Tax Project require g:ontinued modiﬁ.catie_n. Thergfore, it i_s important for Wisconsin to

" enact this ieglsiatmn so;t can éon't.ii.'a'tééz_zt'd play a critical ro]e mfurther déveibgéing how
the Governing board will operate with regard to state and taxpayer disputes and rights of

both parties.

In closing, GE supports the development of a simplified sales tax administration regime
that restricts its focus to those administrative provisions that directly impact the ability of
multistate sellers to accurately and efficiently comply with state sales tax requirements.

Thank you for your consideration,



For more information, contact:

Scott Roberti, State Tax Policy Director
General Electric Company
(203) 373-3413

or

Suzanne Kelley, Manager

GE Government Relations

_ (262) 548-5035 - WI Office




Wisconsin
- Manufacturers
| & Commerce

Memo

501 East Washington Avenue
Madison, WI 53703-2944
P.O. Box 352
Madison, W1 53701-0352
Phone: (608) 258-3400
Fax: (608} 258-3413
WWW.WITIC.OT(

TO: Members of the Assembly Committee on Ways and Means
and Senate Committee on Homeland Security, Veterans and
Military Affairs and Government Reform

FROM: Joan Hansen, Director, Tax & Corporate Policy

DATE: October 6, 2003
RE: Streamlined Sales Tax Legislation: AB 547/SB 267

Wisconsin Manufacturers & Commerce is appearing for information today
with Art McDermott on 'AB 547 and SB 267 pertaining to the streamiined
sales tax legislation that is being spearheaded by the Department of
Revenue. Artis with Alliant Energy and is a Senior Tax Analyst. He is also
an attorney and a member of the WMC Tax Steering Commiittee.

WMC supports.many. provisions of the legislation intended to administrate
the sales and use tax more effectively and efficiently in Wisconsin and
across the country. Many of the provisions allow for modernization and
streamlining including: =

+ The overali simplification of returns, remittances and registration
with the one year amnesty provision for voluntary sellers.

« Filing of sales tax returns electronically, nationwide and eliminating
separate tax returns for local sales and use taxes.

* The adoption of the uniform tax procedures and uniform customer
B refund procedures : S : o

. The use of manufactunng exemptlon certiﬁcates

s The provisions included in Assembiy Bill 24 sponsored by
Representatrve Zaegeibauer — the drop shipment language, which is
strongly supported by the business community and was supported
by the Assembly Committee on Ways and Means and by the entire
Assemb y earlier this year.

The following comments represent some areas of technical concern,
as well as policy issues to consider:

First, the theory of creating substantially similar definitions for food and
other tangible items seems to be a positive move, but it is definitely a
significant change in the structure of sales/use tax collection; and the
Wisconsin Legislature is relinquishing some future legislative authority and
flexibility in determining the sales taxability of tangibie personal property.
Currently, no elected Wisconsin officials are part of the “Project” that
defines tangible personal property.

The adoption of this legislation means that there will virtually be no
flexibility to modify or change definitions, which could become problematic
as markets change and new products are developed. It is also probable



that in the future, there will be an attempt to define services, which are
currently not subject to the sales tax unless specifically enumerated in the
statutes in Wisconsin.

This approach essentially becomes the “all or nothing” method of taxation —
and with Wisconsin's historically high overall tax rankings, we do not want
to be on the side of “all”.

Certainly, the uniform definitions are the foundation of the legislation and it
is understandable why this approach is being pursued with the erosion of
the sales tax base, but it is also a move to carefully consider. At this point,
only twenty states have adopted this legislation and three are already out
of compliance. Congress has not adopted the approach at this point.

Secondly and most significantly, the legislation changes the statutory
language related to computer software. Under current law “computer
software, except custom software” is subject to the sales tax. As written in
AB 547/SB 267, “pre-written” software is stbject to the sales tax. Although
this may seem like a subtle and insubstantial change, in practice, it will
represent a tax increase for the majority of businesses that use custom
computer software.

The effect of this subjects businesses to a sales tax increase that they
otherwise would not or should not incur at the retail level. Currently, if a
business is customizing software everything related to that customization is
not subject to the sales tax, including modification, future enhancements,
consultant work and work by third parties, programmers, IT, installation,
maintenance and repair. The legislation allows for the initial purchase of
original software to be subject to the sales tax even though it will be
customized and ‘could not BY ITSELF be used prior to customization for the
purchaser.

This unfortunately also poses an administrative concern for businesses that
contract for these services because the initial part of the purchase is rarely,
if ever, itemized on the bill because the entire project is considered a
custom computer software project.

WMC's suggestion would be to remove this item completely from the
legislation, assuming Wisconsin could continue to be in substantial
compliance with the overall project.

The final concern for WMC is sourcing for software programs. In cases of
businesses installing software on a server, the sales tax is currently
collected at the main location of the server. Under the legislation,
depending on where the software is being accessed, it may trigger a
muitiple point-of-use test and an apportionment method of sales tax would
need to be determined. This will pose an administrative nightmare for
some businesses.

Thank you for the opportunity to appear before the committee today.
Art McDermott from Alliant Energy will discuss these technical issues in
more detail.




MY
@’m : Main Office: Dave's Milton Ace Hardware Dave's Evansville Ace Hardware
Ly ‘ I 430 South John Paul Road » RO, Box 428 7 East Main Street
; . Milton, Wisconsin 53563 Evansville, Wisconsin 53536
Hardware P:608 868 2843  F:608 868 2971 1608 882 4646 - F: 608 B2 6405

October 6, 2003

State Senator Ronald Brown, Chair

Senate Committee on Homeland Security,

Veterans and Military Affairs and Government Reform
104 South

State Capitol

Madison, WI 53702

State Representative Mickey Lehman, Chair
Assembly Committee on Ways and Means
103 West

State Capitol

Madison, WI 53702

RE: Support Streamlined Sales Tax/SB 267 & AB 547

Dear Senator Brown and Representative Iehman and Committee
Members:

As a Wisconsin small business owner for over 12 years and an internet
enthusiast for about 5 years, I would like to share some thoughts
regarding the Streamlined Sales Tax initiative.

As you are aware, more and more people are enjoying the convenience
of making purchases over the internet. Even my hardware customers
make purchase on line from out of state companies. More than once I
have been asked to match a price of an on-line competitor. This I have
no problem with. I am perfectly capable of competing with anyone on
a level field. The problem for me comes when I am then asked to also
lower my price an amount equal to the Wisconsin Sales tax since the
internet vendor will not be charging any.

www.davesace.com
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I'know that our law requires these purchases to be declared and a use
tax remitted. You obviously know that the vast majority of people do
not. This is a direct loss in revenue from Wisconsin sales tax and it is
growing every day! The really unfortunate part, is when revenues are
sufficiently reduced, someone will be asked to “pick up the slack”. 1
fear that someone will be Wisconsin’s small businesses.

There is absolutely no technological reason that remote sellers can not
collect sales tax and remit it electronically to the proper jurisdictions.
As I'see it, the first step and the only major hurdle is the simplifying of
sales tax laws from state to state. Wisconsin has been a leader in this
effort and I urge you to do everything in your power to make it law.

Wisconsin’s main street merchants are vitally important in providing
jobs and benefits to our neighbors and in supporting all types of local
causes. Please help us remain viable, and the State of Wisconsin to
remain solvent by taking this first important step. SB 267 & AB 547
are not about additional taxes. They are about the ability to compel
remote sellers to do what Wisconsin businesses have been doing

Thank your for your thoughtful consideration of this measure!

Sincerely,

David Warren
President

www.davesace.com
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State Senator Ronald Brown, Chair

Senate Committee on Homeland Security,

Veterans and Military Affairs and Government Reform
104 South

State Capitol

_ Madis_or_l-, W153702

State Representative Mickey Lehman, Chair
Assembly Committee on Ways and Means-
103 West

State Capitol

Madison, W1 53702

RE: Support Streamlined Sales Tax/SB 267 & AB 547

Dear Senator Brown and Representative Lehman and Committee Members:

"__:The Wxsc@nsm Merchants F ederatmn 3(31ned by i:he Midwest Hardware

Association has been working for more than three years as part of a national effort
to set the stage for states to require out-of-state sellers to collect and remit sales
taxes. SB 267 and AB 547 1s legzslahon critical to that goal.

Why is this ma,portam‘? Snnpie Dﬂes your competztwn pay taxes? This question
cuts across the entire retail industry statewide and nationally. This question cuts
across all shapes and sizes of retailers from Land's End to Kohl's Department
Stores to hardware, jewelry and music stores. This is truly a main street issue.

Main street retailers should not become "catalog/internet showcases" for
consumers to come in, kick the tires and then order merchandise over the internet
to save the sales tax. SB 267 and AB 547 don't create a new tax or set the stage
for one. The tax lability is already imposed. This is a collection issue. This is a
national issue that requires all states to work together to fix this problem.

The National Governor's Association is in strong support and fears that there is
only a small window of opportunity to enact uniform sales tax codes now. As
internet sales grow stronger and become more established the governors fear that
this problem will grow too big to fix.



The devil is truly in the details on this issue. States have to review obscure sales
tax codes to uniformly decide if marshmallows should be taxed or not. If peanuts
are sold they are considered food but if you put chocolate on them they become
candy and taxable.

According to the National Retail Federation, the states' sales tax systems are
nearly as complicated as the IRS tax code. It's not just the states that collect sales
tax. So do more than 7,000 local jurisdictions. Sales tax simplification should
make everyone's life easier but it won't be easy to get this done. Progress has been
made but the heavy lifiing starts now with the passage of SB 267 and AB 547.

In addition to evening the competitive playing field for state retailers now
competing at a disadvantage there are huge tax issues. The WI Department of
Revenue estimates that as much as $300 million biennially could be collected
once eut»oflstate sellers are required to collect and remit sales taxes. Tax fairness
_-underscores ﬁus 1ssue All retailers-and consumers should pay their fair share.

According to -the New York Times editors, "Most oniine purchases generate no

sales tax, a fact that deprived states of more than $19 billion last year or more than

half of their collective budget shortfalls. One easy way for Congress to help states

facing fiscal devastation is to allow them to collect taxes from online retail

transactions...Congress must strive to make (collection) possible...the country can

not afford to see a vast swath of its retail sector transformed into a duty-free
zone."

* Thank you all for your attention to this matter of state and national significance.

Chns Tackett{
President & CEO

cc: Governor Doyle
WMF Board



October 6, 2003

State Senator Ronald Brown, Chair.

Senate Committee on Homeland Security

Veterans and Military Affairs and Government Reform
104 South

State Capitol

Madison, WI 53702

State Representative Mickey Lehman, Chair
Assembly Committee on Ways and Means
103 West

State Capitol

Madison, WI 53702

RE: Support Streamlined Sales Tax/SM 267 & AB 547
Dear Senator Brown and Representative Lehman and Committee Members:

My company, Ward-Brodt Music, is a retailer of musical instrument products, serving
those who teach and make music for a profession or as a hobby. We rent musical
instruments to beginner students throughout Southern Wisconsin and parts of Northern
Hlinois. Our print music department has clients in most states and has an international
reputation for service and a knowledgeable staff. We have visitors from all over the
country due to-our reputation as a good citizen within our community and the music
products industry. We support most local performing groups with advertising and.
promotional events to bring culture to the community and schools. We are also a
collector of sales taxes, since, in the real world, our company does not pay taxes, but our
customers do the prices that we charge.

For us, charging for those taxes is challenging. We have route representatives who assist
customers with rentals of band and orchestra instruments through school accounts, We
must know each county and track these customers by their address to comply with sales
tax legislation. We provide some services that are not taxable, such as musical lessons,
yet we sell materials for those lessons that are taxable on the same invoice. We sell
products over-the-counter to schools and churches, but also to individuals, again looking
at what organization is taxed and who isn’t. We have thick files of copies of tax exempt
certificates. And, our national turn-key software provider has to make us an exception
since Wisconsin is one of two states that charges sales tax on shipping or postage
charges. This issue is often contested by customers, thus I carry a copy of the regulation
with me to show citizens that we are not over charging them.

We are further challenged by mail order, phone order, and internet marketing where the
customer perceives savings by avoiding sales taxes. I have even heard out-of-state sales

@ WARD-BRODT MUSIC MALL « 2200 WEST BELTLINE HIGHWAY + P.O. BOX 259810 « MADISON, Wi 53725-9810
608-661-8600 + FAX (608) 271-8519 « www.ward-brodt.com




persons tell me to buy from them and save sales taxes, thus not informing the consumer
of their obligation to pay use tax on the state income tax form. I have heard politicians
state that charging sales taxes on mail order hurts senior citizens. With these transactions,
Wisconsin losses revenue; thus our citizens are taxed by some other means, or tax payer
funded services are cut.

For us, today’s retail playing field is not level since all internet providers have a presence
in every home that has internet access. Nearly every product that we sell can be found
through a search engine with hundreds of sources listed.

Since sales taxes have become such an import means to fund state and local services, and
infrastructure, any program that keeps that revenue stream in place shouid be a high
priority. 1 personally think that the estimated lost revenue from border-hopping, mail
order, phone orders, and internet transactions is under stated. The time has come to
streamline and standardize the sales tax collection among all states. Small business does
a tremendous job in collecting other taxes for our governments, unemployment
compensation, social security, workman’s comp and personal income taxes. Shouldn’t
the governments that are receiving the taxes collected by businesses help us to compete
and operate more efficiently?

The technology is available for all interstate sellers, including E-bay, to administer and
collect these taxes; many large national companies are already doing this. Let’s get all
businesses to comply and PLEASE make it simpler.

Respectfully subspitted by,

Michael C, Fauihaber
Ward-Brodt Music Company, President




TO: Republican Members of the Ways and Means Committee
FROM: Representative Steve Nass

DATE: October 14, 2003
RE: OPPOSITION TO AB 547 - Streamlined Sales and Use Tax Bill

I am unable to attend the executive session on AB 547 scheduled for October 15, 2003. I have

asked the chairman to include my vote against this bill on the committee report as is permitted

under Assembly Rules.

Attached are two articles that shed light on the real issues behind the Streamlined Sales and Use
Tax Agreement on a national basis. The first article is from Adam Thierer and Veronique de
Rugy of the Cato Institute (October 2003). The second article is from ALEC or the American
Legislative Exchange Council and is a section from their guide entitled, Crisis in State Spending -
~ A Guide for State Legislators (January 2002). L

While there are "ﬂi.ziﬁy'{positiv;e items built into the Streamlined Sales and Use Tax Agreement
and AB 547, it is the hidden agenda of these documents that needs to be debated. That agenda

inchades:

1) Reversing a 30-year string of U.S. Supreme Court rulings protecting taxpayers
and businesses from having to collect/pay sales taxes for state/local governments
in states were the business has no physical presence. This area of case law is
known as the “nexus” rulings regarding sales tax collections.

2.) Improving the chances that Congress will pass federal legislation authorizing
states to require collection of sales taxes on Internet transactions and sales of all
interstate vendors. The theory goes that if more states voluntarily agree to tax
their citizens in this manner, then all states should be required to participate in a

streamlined sales and use tax process.

In Wisconsin’s case, the Department of Revenue provided committee members with a fiscal
analysis on AB 547 that states the revenue impact of this legislation would be a reduction in
total sales tax collections of $5.4 million. The total reduction would be offset by an increase in
voluntary collections amounting to $1.9 million leaving a net fiscal reduction of $3.5 million.

P.O. Box B953, State Capitol - Madison, W! 53708-8953 - (608) 266-5715 - Toll Free: T (888) 529-0031




In testimony on this bill, it was stated that AB 547 would lead to revenue enhancement for the
state in the long-term. This is backed up by data in a newspaper editorial suggesting AB 547
will help Wisconsin collect the nearly $150 million annually in lost sales/use tax revenues.

The $150 million figure casts serious doubts on the DOR fiscal analysis provided to the
committee. I would even suggest that the department hasn’t provided the committee the
whole story.on how AB 547 and participation in the Streamlined Sales Tax Agreement will
lead to significant revenues for the state at the expense of hardworking Wisconsin families.

Further, the State of Wisconsin doesn’t need to pass AB 547 or participate in the Streamlined
Sales Tax Agreement in order for businesses to benefit from less bureaucracy and clear
definitions on what items should be taxed. Frankly, the DOR should have been doing this for
years and their sudden wiﬂingness to do the right thing in working with big business on
streamlining sales tax collections is more about their ability to gain greater access to the wallets

of Wisconsin citizens.

Is it a bad t_hin-g that Wisconsin citizens avoid paying $150 million annually in sales taxes? I
believe the answer is a resounding NO! First, the people of Wisconsin are not under-taxed, they
are over-taxed. Second, in the 2003-2005 biennial budget, Wisconsin is projected to collect $8
billion in sales and use tax. At $150 million a year or $300 million over the biennium, the
people of Wisconsin avoid paying a measly 3.75% in total projected sales tax collections.

Also, consider the recent actions of Governor James Doyle to prevent the DOR from collecting
sales taxes from the parking fees collected by homeowners around Lambeau Field and Camp
Randall. Even the Governor recognizes that it’s not in the best mterest of the state to literally

squeaze every mckci out of the pockets of hlS constxtueuts

I encourage all Repubhcans te vote agamst AB 547 and what the bureaucrats call
“revenue enhancement.” Their revenue enhancement is really a sales tax increase for the

working people we represent.
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The Coming Intemet Tax
Quid Pro Quo?

Issue #61
October 7, 2003

- by Adam D. Thierer and Veronique de Rugy

The ongoing debate over the taxation of the Internet—or, more specifically, the application of sales tax collection

obligations to all interstate vendors—is coming to a head. The Internet Tax Freedom Act of 1997, which didn't deal
- directly with sales taxes but imposed a moratorium on taxes on Internet access or "multiple or discriminatory” taxes
- on electronic commerce, is due to expire on November 1, 2003. The Internet Tax Nondiscrimination Act was

introduced in the House (H.R. 49) and in the Senate (S. 150) to make the existing ITEA moratorium permanent. The

. “measure already has already passed the House and is advancing through the Senate.

. In the other direction, Rep. Emest Istook (R-Okla.) and several cosponsors recently introduced H.R. 3184, the
Strearnlined Sales and Use Tax Act, which would eliminate existing federal barriers to state and local taxation of
interstate commerce and Internet sales. Specifically, the Istook bill would give congressional blessing to the
Strearnlined Sales and Use Tax Agreement (SSUTA), an ongoing effort by many state and local leaders to enter into
formal compact that would simplify and harmonize sales tax administration among the states to get around

constitutional hurdles to taxing interstate vendors.

~ Now that the ITFA appears to be sailing toward easy passage, state and local officials are starting to grumble about
~how it might cut into their future tax revenues if "Internet access” comes to include some of the old telecom services

they tax so heavily. But state and local officials have continued to go along with the ITFA. extension and kept their

- eyes squarely focused on the bigger prize: Congressional termination of the 30 years' worth of Supreme Court

jurisprudence that has limited their ability to impose sales and use tax collection obligations on interstate activities

and vendors. This is what the Istook bill would accomplish. )

Thus, despite some complaints about the ITFA's prohibition on Internet access taxes, SSUTA supporters have long
understood the benefit of allowing the ITFA to-exist, and even be extended. It provides them with a potential
legislative quid pro quo that roughly reads as follows: We gave you the ITFA moratorium on Internet access taxes,
now give us your consent on the SSUTA compact so we can start collecting sales taxes on e-commerce transactions.

By way of background, in a string of Supreme Court decisions over the past 30 years, the Court held that states could
only require firms with a physical presence——or "nexus"—in their jurisdictions to collect sales taxes on their behalf,
State and local tax officials have worked to eliminate or water down these restrictions on their tax reach but thus far
have not been able to get around them or convince Congress to give them the authority to tax interstate vendors.
Simply stated, these Supreme Court rulings embodied the timeless principle of "no taxation without representation”
and sought to apply sensible Commerce Clause protections to interstate activities since Congress had been silent on

the matter.

Section 3 of the new Istook bill would effectively end these protections for interstate vendors by noting, "It is the
sense of the Congress that the sales and use tax system established by the Streamlined Sales and Use Tax Agreement,
. . provides sufficient simplification and uniformity to warrant Federal authorization to States that are parties to the
Agreement to require remote sellers, subject to the conditions provided in this Act, to collect and remit the sales and
use taxes of such States and of local taxing jurisdictions of such States." That language would send a clear message to
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the Courts during future interstate tax policy or nexus controversies: Cohgress now cedes to the States—or, more
specifically, the "Governing Board" of the SSUTA—authority over interstate commerce for cross-border sales tax

collection activities.

Will SSUTA supporters now demand that the price of their general acceptance of the ITFA extension is the Istook
bill's congressional blessing on the creation of a multistate compact and the elimination of existing Supreme Court
jurisprudence? That's the proverbial million (or perhaps multibillion) dollar question. But such a quid pro quo is a
steep price to pay for the mere extension of the ITFA's ban on Internet access taxes. Congress would be wise to think
twice before casually disposing of 30 year's worth of sensible Supreme Court nexus jurisprudence, which not only
embodied and extended the Founding Fathers' "no taxation without representation” vision but nurtured a vigorous
interstate marketplace free from extraterritorial tax and regulatory meddling by state and local officials.

Supporters of the SSUTA are essentially proposing to abandon true federalism and jurisdictional tax competition in
exchange for the power to potentially recoup a small amount of tax revenue from interstate sales via a uniform systen
-of third-party tax collection. Sadly, it appears the many state and local officials would prefer tax collusion over a
"laboratories of democracy” model of competition between the states. Real federalism, as envisioned by the Founders
is about a friction and tension between competing units of government, not cooperation and harmonization in the
name of extending tax burdens. That's the European Union model of federalism, not the U.S. model. Congress should
be wary of collusionary tax compacts such as the SSUTA that would grant the states such open-ended tax authority
over the channels of interstate commerce, Preserving or enhancing tax competition should be a guiding theme of this

ongoing debate.

Finally, some state leaders will claim that they need to tax the Net and interstate sales 1o curtail their current fiscal
policy crisis. But that crisis is of their own doing, brought on by their profligate spending habits particularly at the end
of the 1990s. Total state general fund spending grew by 7.7 percent in FY1999, 7.2 percent in FY2000, and 8.3
percent in FYO1. Even as economic growth slowed and budget gaps appeared, state spending still increased 1.3
percent in FY02 and will increase further in FY03. And how much money do they really think they're going to
squeeze out of the Net sector? Internet business represents a minuscule portion of aggregate retailing activity in the

 United States. According to the U.S. Depastment of Commerce, ¢-commerce activity accounted for just 1.3 percent of

all aggregate retail sales in 2002. Some fear the Internet will grow larger, like mail order and catalog, but in reality
those sectors represent breadcrumbs compared to the rest of the economy: Do we really want to justify a burdensome
and potentially unconstitutional multistate tax compact and taxes on interstate activities on the grounds that the states

_need more cash in the short term?

After they cut spending, state and local leaders can explore other tax reform options to solve whatever problems they
~ feel they are experiencing. But in doing so, they must abide by the constitutional protections and sensible nexus
guidelines that have protected the channels of interstate commerce in previous decades. It would be foolish for
members of Congress to abdicate their responsibility to safeguard the national marketplace by giving the states carte
‘blanche to tax interstate commercial activities via a collusionary multistate tax compact. . .

Adam Thierer (athierer@cato.org) is the director of telecommunications studies and Veronique de Rugy
(vderugy@cato.org) is a policy analyst at the Cato Institute in Washington, D.C. (www.cato.org/tech). They are the
authors of the forthcoming Cato Policy Analysis, "The Internet Tax Solution: Tax Competition, Not Tax Collusion.”
To subscribe, or see a list of all previous TechKnowledge articles, visit www.cato.org/tech/tk-index. html.

httn Awww.cato.org/cgi-bin/scripts/printtech.cgiftech/tk/03 1007 -tk html 10/14/2003
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INTERNET TAXATION

By Aaron Thierer and Aaron Lukas, The
Cato Institute

With almost every state legislature
as well as Congress debating the
~ faxation of electronic commerce, it
remains one of America’s hottest
technology policy issues. Itappears
likely that Congress will renew, at least
for two more years, the moratorium it put
in place underthe Intermet Tax Freedom
Actof 1998. This moratorium, which has
been the subjectof intense and often
acrimonious debate, merely prohibits
state and local government from
imposing ‘multiple or discriminatory”
taxes on the intemet as well as taxes on
Internet access.
importantly, however, the ITFA
moratoriufn does not prohibit state and
local governments from attempting to
collect sales taxes on goods purchased
over the Internet. What currently ties the
hands of state and loca governments is
not the ITFA, but rather 30 years of
Supreme Court jurisprudence surround-
ing ‘remote” (i.e., interstate) commerce.
In National Befias Hess v. ilinois
(1967), Complete Auto Transit, Inc. v.
Brady (1977), and Quill v. North Dakota
(1992), the Supreme Court ruled that
states could only require firms physically
presentin their jurisdiction to collect
taxes on their behalf. Those decisions,
which have never been overturned or -
altered by Congress, provide a sensible
quideline for taxing remote sales. in
essence, the logic of the Court’s
‘jurisprudence can be summarized by
the classic phrase used by the
Founders: "No taxation without repre-
sentation.” More specifically, a state or
- local government may only place tax
collection obligations on companies or

consumers that receive something in
return for those taxes. Forcing compa-
nies to collect taxes for jurisdictions they
receive few benefits fromwould be
blatantly unfair and massively inefficient
given the complexity of the sales tax
system in America (currently over 7,000
taxing jurisdictions with a multiplicity of
rates and product definitions).

This explains why interstate mail
order and catalog companies are not
required to pay taxes in states where
they have no physical commercial
presence, or “nexus” as the Court refers
toit. Companies are required to collect
taxes only in the states where they have
tangible businessoperations. Their
customers, however, are expected to
remit taxes to their state or local govemn-
ments. That compliment fo the sales tax
is called the "use tax,” but enforcement
remains problematic, if not impossible,

"gwan the: d:fﬁcuity associated wsth

tracking direct-to-the-door sales. -

Largely because of use tax collec-
tion problems, many state and local
officials have undertaken anew effort o
collectively “simplify” their sales tax
systems. Specifically, they hope to
establish a multi-state compact to jointly
set sales tax poficies such as rates,
definitions, and coflection obligations.
Eventually they hope that simplification
will render the Supreme Court nexus
requirement moot. The effort has been
dubbed the "Streamlined Sales Tax
Project” (SSTP) and its promoters say it
is the pro-“states’ rights” solution to the
Net tax debate.

But state and local officials who
have a proper understanding of the
Constitution will quickly realize that this
version of “states’ rights” is not consis-
tent with the vision of American federal-
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ism that the Founding Fathers con-
ceived of long ago. Their federalism
established the world's first free trade
agreement by ensuring that different

levels of government would rule within _

different spheres. Those few matters
that truly involved a national scope
would be administered by the federal
government; all other parochial matters
were left tostate and local governments.
The dynamic tension: among various
levels of govemment and among the
states helped ensure that no level of
govemment would grow too large or
encroach the fiberties of the citizenry.
By proposing an interstate tax
cartel, the supporters of the SSTP
project are, in reality, proposing to scrap
the constitutional framework and revert
back to an Articles of Confederation-
style arrangement for interstate com-
merce. Underthe Articles, few bariers

- existed o prevent state taxation and
regulation of interstate commerce. As a..

result, economic anarchy existed among
the states with every commercial dispute
having the potential to ngte a full-blown
trade war. To remedy{hat, the
Founders abandoned the “anything
goes” vision of untrammeled “states’
rights” and included several clauses
within the Constitution to help keep the
commercial peace within the union.
Article 1, Section 8, Clause 3, “the
Commerce Clause,” is the most well-
known in this regard, but the Founders
also made it clear in Article 1, Section
10, Clause 3, “the Compacis Clause,”
that states were not to enter into
compacts that might unduly burden the
free flow of commerce.

The beauty of this constitutional
system is that it helps ensure commer-
cial harmony among the states while
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also encouraging them to establish
distinct policies within their own domain.
This allows consumers and companies
to “vote with their feet” and find more
hospitable tax and regulatory jurisdic-
tions when they fee! burdened by their
current government,

That mode! should also be applied
to the debate over Intemet taxation.
Policymakers should not simply drop all
barriers on the taxation of the interstate
marketplace and allow state and iecal
governments to collude and crafta multi-
state tax authority. Suchade facto -
national sales tax cartel would not only
be a slap in the face of the Founding
Fathers, it would also have disturbing
economic consequences for the future
governance of the inferstate market-
place. Thus, state and local
policymakers who uphold the
Jeffersonian and Madisonian vision

- would do well fo consider the proposed

ALEC model legislation, The Intérstate:
Compact Sunshine Act, which wouid
shine light on current efforts to craft such
asystem.

-Moreover, while some pro-tax stale
and local officials would have us believe
that the Internet and electronic com-
merce are drastically eroding their sales
tax bases, the reality is something much
different. Electronic commerce sales
constituted only about 0.8 percent of
aggregate retail sales in 2000, accord-
ing to U.S. Department of Commerce
data. Infact, the correlation between tax
revenues and spending is the opposite
of what Internet tax supporters assert:
when online retailers were thriving, tax
revenues soared; when retailers were
hurting, revenues declined. Inlight of
those frends, it's hard to see how the
Internet is to blame for revenus short-



falls, The one thing we do know is that
more data is needed. ALEC's mode!
bill, the Efectronic Commerce and New
Economy Data Collection Act, will give
states the tools to have an informed
debate on this issue for a change.

Of course, the most compelfing
Justification given for changing the rules
on remote taxation is the “level playing
field” argument. Itis unfair, tax support-
ers argue, that when a consumer makes
a purchase in a local store, a sales tax is
collected at the point of sale. If, how-
aver, a consumer goes online, he can
mail-order the same product from an
out-of-state business that won't collect
the tax. Because use taxes are not
enforced, the resultis a de facto tax
advantage for online shopping that, for
expensive purchases, may even
outweigh shipping charges.

That's nota theoretically ideal state
- of aﬁals‘s All things baing equal, there is
o reason to purposefully favor out-of-
state over local sellers, and so the tax
advantage makes for bad policy.
Economists worry that such favoritism
leads some consurmers fo make
purchases based on tax savings rather -
than price—a loss of efficiency that may
leave society poorer overall. Brick-and-
mortar businesses argue that the tax
advantage is simply unfair.

Both groups have apoint. Ina
perfect world, tax policy would be
absolutely neutral and, while we're
musing about perfection, tax rates would
only be high enough to fund essential
govemment services. Butin the real
world, of course, all things aren’tequal.

First of all, the sales taxis not a
neutral tax, so extending it to remote
sales won't necessarily lead to greater

economic efficiency. Consider, for

example, the fact that few sales taxes in
the United States cover services, even
though service purchases account for

about 80 percent of consumer spending.

In addition, states purposefuily exempt
items fike food and clothing from the
sales tax base. The resultis atax that
arbitrarily favors producers of certain
goods—and all services—over others.
At best, extending that biased system to
online purchases merely trades one

* inefficiency for another.

Second, the ability of consumers to
shop online fosters healthy tax competi-
tion among the states. Because sales
taxes collect only a few pennies ata
time, it is difficult for taxpayers to know
how much they have paid over the

. course of a year, Consequently, itis

easer for states fo hike sales tax rates
than alternatives such as income or
property taxes. When sales taxes were
firstintroduced dursng the Gteat
Depression, rates were extremely low;
today, they average over six percent and
run as highas tenpercent,

While e-commerce is a miniscule
component of consumer spending, its
mere existence serves to inhibit exces-
sive taxation. Politicians fear that if they
raise {ax rates too much, consumers can
take advantage of low tax rates eise-

where. Justlike shoppersthatdrive - -

from high- to low-{ax states, the Internet
will induce state and local governments
to keep overall tax rates at amore
reasonable level.

Third, requiring tax collection on
mail-order sales wouldn't just flatten the
playing field, it would fift it in the other
direction. Consider the fact that local
businesses are forced fo collect sales
taxes only for a single jurisdiction: the
one where they are located. Local
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stores don't ask where their customers
live and then collect the tax for that
jurisdiction. Thus, sales taxes are—
rhetoric aside—actually based on where
the seller, not the buyer, resides. ‘

To truly fevel the playing field,
states would have to either make Jocal
businesses collect background informa-
tion on all customers ( including out-of-
state customers) and then remit taxes to
the proper revenue agency or, altema-
tively, instruct Internet-based businesses
to collect the local sales tax at the point
of sale—an “origin-based” system—
ignoring where their customers reside.
Although either of those systems wouid
remove the de facio tax advantage for
online sellers, the former would he
monstrously expensive and complex to
administer. The later system is work-
able and constitutionally sensible, but
mast pro-tax state officials fear it

- because tax competition among the-

states would be strengthened. Unless
they are ready to defend one of those
options, proponents of expanding sales
tax collection authority should stop
lecturing about faimess,

In all likelihood, Internet sales will
never be a serious drain on state
revenues. Buteven if they eventually
are, states would have options that
would not upset the constitutional
balance. One would be to apply sales
faxes at the origin, as discussed above.
Another would be to abandon the
current sales tax system altogether and
move toward a savings-exempt income
tax (SEIT) that would tax consumption
through the income tax code. Under 3
SEIT, all of an individual's savings
would be exempt from tax ieaving only
the consumed income portion to be
taxed. This would quarantee that 100

43

percent of individual consumption woulc
be taxed, without all the holes and
exemptions that riddle the current
System. -
One obvious benefit of the SEIT
approach is that it obviates the need to
track individual commercial transactions
to the “destination of sale.” In a world
where goods and services increasingly
cross borders, that is a significant
advantage. In addition, a SEIT is
economically neutral. No matterwhere
a laxpayer buys a good or sefvice, or
who she buys it from, her consumption
activity is taxed the same.

The point, of course, is that states
have options. They should not be
lobbying Congress to authorize a tax
cartel, especially when it is far from Clear
that the Internet is eroding tax revenues.
The Streamiined Sales Tax Project ajms
foreduce healthy tax competition and
overturn sensible legal precedent, with
no real gains in terms of faimess or
efficiency. Thoughtful state and local
legislators should not buy the bill of
goods that their pro-tax colleagues are
seffing.

> L/ .
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Halﬁerson, Vicky

From: Mayers/WisPolitics.com [mayers@uwispolitics.com]
Sent:  Monday, Oclober 06, 2003 4:41 PM

To: platinum List Member

Subject: (WisPolitics) MON PM Update -- 6 Oct, 2003

DO NOT FORWARD; violates copyright

WisPolitics PM Update

6 Oct, 2003

www wispolitics.com

www. wisopinion.com

www wisbusiness.com

Exclusively for WisPolitics Platinum Subscribers

For event’é-, click here: hitp:fwww . wispolitics comfindex. im(?Content=70
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LET US KNOW ...
Does the calendar link above provide sufficient notice of meetings?

Or would you prefer to see the calendar for the next day copied and pasted into this daily product,
realizing it would lengthen the e-mail?

Please email staff@wispolitics.com with your preference.
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From WisPolitics.com ...

-- The Wisconsin Taxpayers Alliance released a study today on property tax trends in the last decade. From _
19982-2002, municipality property taxes levied by the state's largest 220 cities and villages rose an average of 5.4
percent annually, according to the study.

See more results and the release: hitp:/hwww wispolitics. com/1006/wst. pdf

- Two legislative committeestoday held a joint hearing on a large bipartisan proposal aimed at simplifying and
modernizing sales and use tax collections and

administration. The bill -- AB 547 (and Senate companion SB 267) -- reflects the interstate tax deal agreed to by
36 states, including Wisconsin, and the District of

Columbia on Nov. 12, 2002. That agreement now must be transformed into separate proposals by the voting-
member states for adoption as part of the 2003 legislative

sessions,

The Streamlined Sales Tax Project was organized in March 2000 by state governments who share the private
sector's concerns regarding what are characlerized as

burdensome and sometimes unfair or confusing tax policies. The project's co-chair is Diane L. Hardt, the
administrator of the Division of Income, Sales and Excise Taxes in the Wisconsin Department of Revenue.

The November 2002 muiti-state deal -- as well as the Wisconsin legislation pending in committee -- also seeks to
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encourage out-of-state retailers to collect the state, county and other sales and use taxes voluntarily. Current
federal law does not require retailers who sell goods or services to Wisconsin residents, or those in other states,
to collect the sales or use taxes imposed by such sales if the retailer has no physical presence in Wisconsin or
the other states where sales are made. Those states which enter into the multi-state arrangement must adopt
uniform definitions pertaining to key items in the tax base which caused some concerns amang some members of
the Senate Homeland Security, Veterans and Military Affairs, and Government Reform, and the Assembly
Commitiee on Ways and Means.

However, members were told while the common definitions would be used by all states, it still is the decision of
the individual legislatures as to what is taxed and what is

exempt. Democratic Rep. Johnnie Morris of Milwaukee wondered if the agreement would mean Wisconsin could
not exercise its creativity to craft tax breaks or holidays to help its citizens. Republican Rep. Michael Lehman of
Hartford, the lead sponsor of AB 547, said the state could develop propesals. However, Lehman noted, the
federal government is looking at the tax holiday issue. Others questioned whether it was wise for Wisconsin to
move ahead on such a massive proposal while the federal government also is working on its own version.
Retailers, manufacturers, telecommunications firms, airfines and more have been parf of the process.

-~ Tomorrow in the Assembly, the Colleges and Universities Committee airs the recent pay raise controversy at
the UW System. Some UW regents, meeting last month in a little-advertised meeting, voted to adjust salary
ranges in virtual secrecy. David Walsh, vice president of the Board of Regents and a friend of Gov. Jim Doyle, is
scheduled to appear before the committee. Before the committee is a bill that would give the Legisiature's Joint
Finance Committee final approval of any proposal by the board to adjust salaries. The panel is set to meet at 10
a.m. in room 225 northwest of the Capitol. No votes on the bill or other legislation are expected.

Meanwhile, those following the confroversy now expect there to be a move to reconsider the pay raise vote at the
UW regents' meeting later this week. But that doesn't necessarily mean the matter will be decided up or down. It
could go to a committee for more study.

— The debate concerning Smart Growth will intensify Jater this week as a bill to repeal the planning law comes up
for a hearing. Smart Growth seeks to protect the environment and farmlands from development through land use
plans. Supporters say it works; opponents say it is too expensive and unpractical for smaller communities. The
Wisconsin Wildlife Federation today came out in support of keeping Smart Growth, saying such planning is critical
.- fo maintaining fish-and:wildlife habitats, water quality and safe hunting. S D

" "There may be a need for fine tuning of the current law, but repealing the law would be very detrimental not only
to hunters and anglers today. Bui more importantly,

(it) would lead to the Joss of millions of acres of hunting and fishing opportunities for future generations,” said
George Meyer, the federation’s executive director. Assembly. Bill 435, introduced by Republican Rep. Mary
Williams of Medford, is the subject of public hearing before the Assembly Rural Affairs Committee at 10 a.m. on
Thursday in Room 412 East Capitol.

-- U.S. Rep. Mark Green, R-Green Bay, announced details of the new northeastern Wisconsin veterans clinic that
is set to open by the end of the year in Green Bay.

See Green's release: hitp:/iwww.wispolitics, com/index.iml?Article=2596

See a related AP story: hitp:.//www. startribune. com/stories/568/4 138599, html

- Dem U.8. Sen. Russ Feingold's re-election campaign today announced the endorsement of Save American
Manufacturing (SAMNow). See the release:
http:/fwww.wispolitics.com/1006/Save_American_Manufacturing_Endorses_US_Senator Russ_Feingoid.pdf

--Doyle is acknowledging the economic impact of the Packers. A new Sports lHlustrated story on the Packers
contains this passage:

Doyle grew up in Madison and vividly remembers the Sundays of his youth, hustiing home from church to watch
the Pack {and the Hamm's beer commercials) on TV with his father. "The Packers are more than just a state
team,” says Doyle. "They determine the state’s mood. They throw this state into a depression if they lose.
Productivity is affected. It's been like that forever.” (Statewide anxiety levels, which were running high after Green
Bay got off to a 1-2 start, came down a bit after the Packers beat the Chicago Bears 38-23 on Monday night.)
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http:flsportsiiiustrated.cnn.com/maaaziraelfeatures/siSOfstatesiwisconsinistory,,[

—~Governing Magazine takes a look at ALEC, an association of conserative lawmakers called the American
Legislative Exchange Council ... “What Makes ALEC Smart? You don't hear too much about this right-leaning
state pressure group. Maybe that's why it wins so often.”

Click here to read more: hitp://www.governing. com/archive/2003/oct/alec. ixt

- Sen. Bob Weich, a Republican candidate for U.S. Senate who was an ALEC leader, released his "first wave" of
coordinators in Waukesha County today. Sen. Ted Kanavas of Brookfield, Rep. Dan Vrakas of Hartland, Rep.
Ann Nischke of Waukesha, Curt David, a technology consultant and vice chair of the 5th District Republican
Party, and Ty Taylor, executive vice president of Waukesha State Bank, will act as county campaign coordinators.

Read the Welch campaign release: http:l/www.wis;)olitics.com/index.imt?ArtEciemzszﬁ

— Madison Mayor Dave Cieslewicz is due to announce his first budget tomorrow morning at 10 a.m. See
announcement details: hitp./fwww.wispolitics . com/index.im{?Article=2599

From WisOpinion.com...

Anew *_‘Legis!'ative Voices" column by U.S. Rep. Tammy Baldwin, responding to President Bush's visit here
Friday: hitp://wisopinion.com/features/commentary/2003/f0310/03100801 . html

Other Headlines:

The Washington Post: 'Old Bull' Democrats Frustrate House GOP {Obey mention)
http:f/www.washinc;tor;post.ccm/w;ewdvﬂ/artic!es/M8998-200300‘(5.htmj

The Capital Times: DNR battles distrust in working for lakes
http://www.madison.com/captimes/news/stories/58232. php

e Capital Times: Capitol Watch: Recall circus possible but less likely in Wis.

it http://www.madison.com/captimes/news/stories/58220.php

The Capital Times: GOP takes take aim at local labor law
mtp:f!wwwvmadi_son:.cchaptimesinewsfstO{EQﬂSZ35.php

AP: Jury acquits River Falls mayor of battery
hitp./fwww startribune . com/stories/568/4138772.himi

AP: Education Department awards Milwaukee $4 million reading grant
hitp://www.startribune, com/stories/568/4 138742 html

Written exclusively for subscribers; further distribution is a violation of the WisPolitics Subscriber
Agreement. The WisPolitics PM UPDATE is Copyright © 2003 WisPolitics Publishing. Individual stories
are Copyright © their sources.
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Vote Record =57
Committee on Ways and Means
Date:
Moved by: Seconded by:
AB SB Clearinghouse Rule
AJR SJR Appointment
AR SR Other
AJS Amdt
ASS Amdt to A/S Amdt
ASS Sub Amdt
ASS Arndt to A/S Sub Amdt
AIS Amdt to A/S Amdt to A/S Sub Amdt
Bé recommended for: - .
i, Passage 0 Adoption ¢ Confirmation [ Concurrence 1 indefinite Posiponement

O Introduction -+ 0 Rejection I Tabling  Nonconcurrence

Absent Not Voting

Committee Member

Representative Michael Lehman, Chair
Representative Jeffrey Wood ©
Representative Stephen Nass

Representative Eugene Hahn
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Representative Frank Lasee

o Representative Suzanne Jes kewitz
Representative Samantha Kerkman
Rgzpresghigtiyg';'fhbmas Lothian.
Re#réSeafaf'tive_ .Wayne Wood

Representative Leon Young 7

Representative Terese Berceau

Representative Robert Ziegelbauer
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Representative Johnnie Morris =5, /&
e
Representative Tom Hebl “
Totals:

[0 Motion Carried [C] Motion Failed
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Halverson, Vicky

From: Riley, Neci

Sent:  Thursday, October 09, 2003 10:45 AM

To: Halverson, Vicky

Subject: RE; Ré.x{_i:'séd Oct, 15th Ways & Means Notice
Hi Vicky,

| wanted to get back to you about AB 547, At this time Rep. Morris does not know how she will vote.
Thanks,

Neci

Neci Riley
Office of State Rep. Johnnie E Morris
. 118 North. State Capitc B
S PO Box 8953 '
TR 'Madisen Wi 53708

Phane (608) 266»—3?56
Fax: (608) 282»3611

From: Halversen, Vicky

Sent: Thursday, October 09, 2003 10:43 AM

To: *Legislative Assembly Republicans; *Legislative Assembly Democrats; *Legislative Senate

Republicans;. *legislative Senate Democrats

Cc: Dick Wheeler; Ford, William; Gates- Hendnx, Sherrie; Helgerson, Jason; Loiselle, Debbie; Nusshaum,

Jody; Pete Christianson; Sewell, Pete; Stigler; Ken
SR -;Sub;ect. Rev;sed C}ct 1Sth Ways & Means Notice

Revzsed Nbrzce
(AJR 42 added to calendar)

 Assembly
PUBLIC HEARING

Committee on Ways and Means

The committee will hold a public hearing on the following items at the time specified below:
Wednesday, October 15, 2003

9:30 AM
415 Northwest

An Executive Session may be held on AB 547 following the Public Hearing.

10/09/2003
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QOctober 10, 2003

Rep. Michael A. Lehman, Chair
Room 103 West, State Capitol
P.0. Box 8952

Madison, Wl 53708

Dear Representatiy VL &4'-7 .

On Octetsér 6, 2003, the Assembly Ways and Means Committee considered AB 547,
which adopts the substantive provisions of the Streamlined Sales and Use Tax
Agreement. | urge your approval.

As the _formé_r Secretary of Revenue under the Thompson acim_inistraﬁon, } am very
tamiliar with the strengths and weaknesses of the sales tax law.. | know there is a lot of

‘room for simplification and uniformity across the states to help retailers comply with the

retailers are expected to collect the tax, but large Internet or mail order businesses
without a physical presence in the state are not expected to collect the tax. Finally, |
know that the typical Wisconsin consumer just does not understand that a use tax is due
on their out-of-state, mait order, and Internet purchases.

jaw, I also know about the inequities when main street businesses and large Wisconsin

in 1996—-199?,'same of my colleagues and | worked to negotiate a voluntary collection

agreement with muiti-state direct marketers. | did so after Lands End approachied

Governor Thompson and asked for help in resolving this long time inequiity in the saies
tax law. | think Lands End foresaw the day when they would be present in every siate

_ . and would be required to.collect the sales tax in every state. Unfortunately, we were not
- ‘successful in_'ou'r-rné‘g’qti_a-_t_i_ons,f._H:;)weye_r_;,_ _be:b_ause'_[.and_s;E_n'd'-is now located in Sears - -

stores in every state, Lands End is at a competitive disadvantage to their non-collecting
competitors.

There have been many other efforts to address the muiti-state problems in sales tax
administration.  Nohe of them have been successful until now. “The national Streamlined
Sales Tax Project, as led by Diane Hardt and Vicki Gibbons of the Wisconsin.
Department of Revenue, has worked with governments and businesses across the
country to radically simplify saies tax laws and administrative procedures. They have

.. developed uniform definitions that will substantially reduce the burdens on retailers.
~ " They have provided for new technology models to assist businesses. And, the.. -
.. simplifications and uniformity could lead to the level playing field for businesses at a
" future date if Congress takes action.

" '_Zifwaﬁt}jt'c’a':é:mpha-size how important this effort is from the national perspective. ltis

: “extremely difficult to get the states to agree to anything as significant as sales tax... o

definitions and administrative procedures. Itis even more challengingdo-nvelve.many..

bﬁéirig ses and industries in crafting the solution and get the widespread support.that

TRUSTEES 0 - 7 :ﬁDViSQRS.

éafmwﬂey : nokne G, Flowars - Madir T Cadwaliader. ) - Do NS S GHanmany Drive
Prasident: . §aq_11_l:_gt_sar Carl E. Guibrandsen SLéité 253

spving Bhaln . . - F“?‘,;????{.W_-‘S Kery & Vandell Madison, Wi 53719
Vies Prosident. - ThomasF Ryle =

James Q.’-Mvrg_ah
Secratary/ Treasurer

Dougias Timmerman - DIRECTOR & ASSISTANT P. 608.44%.8000
Cal T. Taussaint™ SECRETARY/TREASURER F 608.441.8010

Gary d. Waner. .. MexD. Bughar universityresearchpark.org



the Streamlined bill has. The Streamlined Sales Tax Project is a model for how states
should work together to solve multi-state problems. Wisconsin should be very proud of

its leadership role.

This is not a tax increase. In fact, the fiscal effect of AB 547 is a reduction of revenue of
about $3.3 million. There necessarily must be some pluses and minuses to get to
uniform definitions. The Legislature will have to take further action if Gongress
authorizes states to collect taxes from retailers who have no physical presence in a

state.
Thank you for your support of AB 547.

Sincersly,

ark D. Bugher
Director
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State of Wisconsin s DEPARTMENT OF REVENUE

2135 Rinvock Rd. » P.O. BOX 8933 « MADISON, WISCONSIN 53708-8933
PHONE {608) 266-6798 « FAX {608) 261-6240 « dhardi@dor.stale wi.us

Date: October 15, 2003
To: Representative Michael Lehman

From: Diane Hardt

Subject: Two Issues on Streamlined Bill AB 547

I am making you aware of two possible issues in regard to AB 547. | don't think they will be
ralsed before your executive sess;on bu’s they may be raised. at later commzttee heanngs

1. Exemm:on fef cataioqs AB 547 geis nearer to a fevel piaymg field in iaxmg direct mail (e.g.,
catalogs). Purchasers of catalogs that are prlnted and shipped by non-nexus printers into
Wisconsin: will be subject to tax just like if they purchased the catalogs from printers with
nexus. Quadgraphics has indicated they appreciate the movement to the level ‘playing field
but they would prefer to exemptthe purchase of catalogs like some other states do. They
mentioned that Minnesota has an exemption. An exemption would not only eliminate the
additional $1.24 million in the fiscal note but it would have a much larger negative fiscal
effect. We're investigating the Minnesota exemption and a fiscal effect but we think this
exemption shoufd be !eft for another time.

2. Reversai of: .3 C. Pennev Inc. AB 54? (Sections 52, 65 and 80) relieves the sellers (printers)
N of diract ma;i c_;f thexr obirgations to coiiect and ptaces the tax payment requirements on the s

| Theée proﬁ:isions aiign' 'Wisc';'o'nsin with the other states in the sourcéng of the téx on direct
mail. These provisions also eliminate the competitive disadvantage of in-state printers
:compared to out~of—state no-ﬁexus prmters of catalogs dehvered in Wfsconsm




TO: Speaker John Gard
Majority Leader Mickey Foti

FROM: Representative Steve Nass
DATE: October 16, 2003
RE: PLEASE DON’T SCHEDULE AB 547/SB267 FOR A FLOOR VOTE

I respectfully request that the Republican leadership of the Assembly not schedule AB 547 (SB
267), relating to the streamlined sales and use tax project, for a vote in the Assembly. AB 547 is
part of a national project to collect state sales taxes on all interstate and Internet transactions.

In Wisconsin's case, our participation in this national project and passage of AB 547 could lead
to an increase in sales tax collections reaching nearly $150 million annually. That's right.

Higher tax collections on the overburdened taxpayers of Wisconsin. The timing of this bill
could not be worse. This bill-is a chaﬂenge to'the position. of Wisconsm Renubhcans on taxes;
Either we are opposed {0 squeezing every nickel out of families or we support higher tax
collections. AB 547 will put our rhetoric to the test.

The Department of Revenue is on record in favor of H.R. 3184, congressional legislation that
would authorize states to collect sales taxes on all interstate and Internet transactions, President
Bush doesn’t support forcing citizens to pay more in state sales taxes. Fiscal conservatives in
Congress have exposed the national streamlined sales tax project for what it is, the bureaucrats’
way to collect more taxes from hardworking citizens.

I am a member of the Assembly Ways and Means Committee that reviewed this bill. The
committee voted 9-3 in favor of the bill. T was unable to attend the executive session, but my
vote against this bill will be noted on the committee report. Thus, the vote would have been 9-4
for passage. More importantly, I ask you to consider that majority Republicans on this
comimnittee are split 4-4 (Members opposed: J. Wood, Lasee, Kerkman and Nass) on this
bill. It was only with the Democrats voting in favor that AB 547 escaped committee.

I have attached a copy of my memo to the Republican members of the Ways and Means
Committee for your review. [ encourage you to read the Cato Institute and ALEC articles

inchuded with my memo.

P.O. Box 8953, State Capitol - Madisen, WI 53708-8953 + (808) 266-5715 - Toll free: 1 (888) 529-0031




TO: Republican Members of the Ways and Means Committee
FROM: Representative Steve Nass

DATE:  October 14, 2003

RE: OPPOSITION TO AB 547 — Streamlined Sales and Use Tax Bill

I am unable to attend the executive session on AB 547 scheduled for October IS, 2003. 1 have
asked the chairman to include my vote against this bill on the committee report as is permitted

under Assembly Rules.

Attached are two articles that shed light on the real issues behind the Streamlined Sales and Use
Tax Agreement on a national basis. The first article is from Adam Thierer and Veronique de
Rugy of the Cato Institute (October 2003). The second article is from ALEC or the American
Legislative Exchange Council and is a section from their gu;cie entitled, Crisis in State Spendmg

-'—--A Gmde for Srate Legzslators (I anuary 2{)02)

Whiie there are many posmve xtemq built into the Streamhned Sales and Use Tax Agreement
and AB 547, it is the hidden agenda of these documents that needs to be debated. That agenda

incindes:

1.} Reversing a 30-year string of U.S. Supreme Court rulings protecting taxpayers
and businesses from having to collect/pay sales taxes for state/local governments
in states were the business has no physical presence. This area of case law is
known as the “nexus” rulings regarding sales tax collections.

2.) Improving the chances that Congress will pass federal legislation authorizing
states to require collection of sales taxes on Interpet transactions and sales of all
interstate vendors. The theory goes that if more states voluntarily agree to tax
their citizens in this manner, then all states should be required to participate in a
streamlined sales and use tax process.

In Wisconsin’s case, the Department of Revenue provided committee members with a fiscal
analysis on AB 547 that states the revenue impact of this legislation would be a reduction in
total sales tax collections of $5.4 million. The total reduction would be offset by an increase in
voluntary collections amounting to $1.9 million leaving a net fiscal reduction of $3.5 million.

P.O. Box 8953, State Capitol - Madison, WI 53708-8953 + (608} 266-5715 - Toll Free: 1 (888) 529-0031




In testimony on this bill, it was stated that AB 547 would lead to revenue enhancement for the
state in the long-term. This is backed up by data in a newspaper editorial suggesting AB 547
will help Wisconsin collect the nearly $150 million annually in Jost sales/use tax revenues.

The $150 million figure casts serious doubts on the DOR fiscal analysis provided to the
cominittee. T would even suggest that the department hasn’t provided the committee the
whole story on how AB 547 and participation in the Streamlined Sales Tax Agreement will
lead to significant revenues for the state at the expense of hardworking Wisconsin families,

Further, the State of Wisconsin doesn’t need to pass AB 547 or participate in the Streamlined
Sales Tax Agreement in order for businesses to benefit from less bureaucracy and clear
definitions on what items should be taxed. Frankly, the DOR should have been doing this for
years and their sudden willingness to do the right thing in working with big business on
streamlining sales tax collections is more about their ability to gain greater access to the wallets

of Wisconsin citizens.

Is it a bad thing that Wisconsin citizens avoid paying $150 million annually in sales taxes? I
believe the answer is a resounding NO! First, the people of Wisconsin are not under-taxed, they
are over-taxed. Second, in the 2003-2005 biennial budget, Wisconsin is projected to collect $8
billion in sales and use tax. At $150 million a year or $300 million over the biennium, the
people of Wisconsin avoid paying a measly 3.75% in total projected sales tax collections.

Also, consider the recent actions of Governor James Doyle to prevent the DOR from collecting
sales taxes from the parking fees collected by homeowners around Lambeau Field and Camp
Randall. Even the Governor recognizes that it’s not.in the b_cst__i_n{ere_st of the state to iite;raﬁy_

“squeeze every nickel out of thé pockets of -hi_-s_-.;_:on-sﬁ'tg;e'nts;__ '_

I encourage all Republicans to vote against AB 547 and what the bureauncrats call
“revenue enhancement.” Their revenue enhancement is really a sales tax increase for the

working people we represent.




